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THE BUSINESS REVIEW 


P roductive and distributive activity in the Third 
Federal Reserve District has been maintained at 
unusually high levels, owing to increasing defense 
work and heavy consumer demand. Recent gains 
have been somewhat smaller than seasonal and 
less extensive than prevailed in several earlier 
months, as the sustained rise since the first of the 
year has brought current operations in many lines 
of manufacturing near capacity and heavy antici- 
patory buying in wholesale and retail channels 
during the summer pushed sales to record volumes. 


Both industry and trade are meeting increasing 
difficulties in getting supplies of materials and 
labor. The effect of priorities and direct curtail- 
ment programs has been to restrict operations in 
several industries. As the supply of some basic con- 
sumers’ goods is not keeping pace with expanding 
incomes and demand, prices continue to rise. 


Industrial production has been maintained at 
the peaks reached late in the summer. Manufac- 
turing activity has increased further, particularly 
in such durable goods as metals and transporta- 
tion equipment. The output of crude oil has also 
expanded more than was to be expected seasonally. 
Mining in both the anthracite and bituminous fields 
has increased, but the gains have been smaller than 
usually occur at this time of the year, owing partly 
to work stoppages and partly to an accumulation 


of supplies during the summer months. The out- 


put of electric power also has advanced slightly 
less than seasonally. 


Awards of building contracts in September were 
the largest for the month since the late 1920's. 
Construction work on factories, stores, and homes 
is sharply above the levels prevailing a year ago. 


FEDERAL RESERVE BANK 
OF PHILADELPHIA 
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Employment and income were well sustained 
in September. At factories, payrolls and the num- 
ber of workers continued at the record highs 
reached a month before, while substantial gains 
were reported at trade establishments. Some 
increases in factory wage disbursements occurred 
in October. 


Sales of goods by retail and wholesale estab- 
lishments generally have advanced further, al- 
though in many lines the gains have been smaller 
than is usual at this time of year. Especially 
heavy buying was in evidence during the summer, 
and recent levels also have been above 1940. 
Inventories in retail lines and at some wholesale 
establishments have been expanded sharply dur- 
ing the past twelve months. Owing to a heavy 
movement of freight in preceding periods, rail 
shipments this fall have advanced less than usual. 
The movement of nearly all classes of freight is 
much heavier than a year ago. 


The commercial demand for bank credit in this 
District has recently declined slightly, following a 
sustained sharp rise. Holdings of Government 
securities, on the other hand, have expanded. 
Cash payments for a recent issue of Treasury se- 
curities and other receipts by the Treasury have 
been primarily responsible for a decline in mem- 
ber bank reserves. Balances carried with this 
Bank and with correspondents, however, are still 
heavy. Prices of long-term Treasury and corporate 
bonds advanced somewhat in October, while prices 
of stocks are somewhat below the levels prevailing 
a month and two months ago. 
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Manufacturing. The demand for manufactured 
goods in this District remains active. Orders for 
defense equipment and commitments to fill essen- 
tial civilian needs have expanded further. The 
volume of new buying in numerous other lines 
has continued to slacken, as growing shortages of 
materials and a scarcity of production facilities 
make it increasingly difficult to obtain delivery. 


Factory operations are sustained at levels gen- 
erally well above other recent years. The volume 
of unfilled orders for defense goods in some in- 
stances has reached new peaks, and backlogs are 
considerably heavier than in the fall of 1940. 
Inventories of finished products are still declin- 
ing in both capital and consumers’ goods indus- 
tries. Supplies of raw materials are being drawn 
upon heavily, but are larger than a year ago at 
most plants; at steel mills the shortage of scrap 
has become acute. The replenishment of raw 
stocks is increasingly difficult, owing to priorities 
and allocations to the defense industries. 


Employment in Pennsylvania factories in Sep- 
tember continued at approximately the August 
peak of 1,150,000 workers. The volume of wage 
disbursements also remained at the record high 
of about $35,000,000 a week, and was larger than 
was to be expected seasonally in steel, leather, 
and several other major lines. Some decline was 
reported at textile mills. Increases over a year 
ago in employment and payrolls were 21 and 43 
per cent respectively. Compared with the pre- 
war level of August 1939, the number employed 
showed an increase of nearly 34 per cent and the 
amount of wage disbursements a gain of 77 per 
cent. Preliminary reports for October indicate 
further increases in payrolls. 
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The greatest expansion in activity continues in 
durable goods lines, where employment in Sep- 
tember was 32 per cent and wage payments 58 
per cent above 1940. Increases were especially 
pronounced at plants producing transportation 
equipment, iron and steel, and nonferrous metal 
products. In nondurable goods industries, em- 


ployment and payrolls have risen about 7 and 18 - 


per cent respectively in the past twelve months, 
some of the sharpest increases being at woolen 
and worsted mills, canning factories, and estab- 
lishments making chemicals and leather goods. 


Earnings of factory workers in Pennsylvania 
increased to a new high in September, averaging 
82 cents an hour as against 73 a year earlier. 
Working time, however, decreased somewhat from 
August to an average of 4014 hours a week, so 
that average weekly income declined slightly to 
$33.16. This was $5.40 above last year and 
over $6.00 above the average for 1929. 


In Delaware factories the number employed in- 
creased nearly 3 per cent from August to Sep- 
tember and wage payments advanced 2 per cent. 
Employment in southern New Jersey increased 
about 3 per cent and payrolls over 5 per cent. 


The output of factory products in this District 
advanced slightly to a new peak in September and 
was 29 per cent higher than a year ago. On a 
seasonally adjusted basis the production of dur- 
able goods increased 5 per cent from August to 
September, but in consumers’ goods lines output 
declined about 6 per cent. The heavy industries, 
including those turning out transportation equip- 
ment, metal products, and building materials, con- 
tinue to show the sharpest gains over 1940. 
Substantial increases, however, also have occurred 
in the output of lighter goods. 
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The production of electric power increased 
somewhat less than seasonally in September but 
was sharply greater than in the early fall of 1940. 


Coal and other fuels. The market for fuels is 
well sustained. Sales of bituminous coal continue 
substantial, owing to heavy industrial require- 
ments for fuel. The demand for anthracite has 
not shown the usual seasonal increase, because of 
mild weather and inventory accumulation during 
the summer months. Exports of coal this year 
have been smaller than in 1940. Prices generally 
continue firm. 


Production of anthracite increased less than was 
to be expected from August to September and de- 
clined somewhat in early October. Output was 
restricted by stoppages in some areas, but still 
averaged 205,500 tons a day in September com- 
pared with 201,800 tons in August, and was the 
largest since January 1940. The volume of hard 
coal mined during the first nine months was 7 
per cent greater than a year ago. 


Operations at bituminous coal mines in Penn- 
sylvania also expanded less than seasonally in 
September but reached the high level of 443,000 
tons a day and were the largest for the month since 
1929. Production thus far this year has aggre- 
gated nearly 89,000,000 tons, the largest for the 
period in eleven years. In late October opera- 
tions were again curtailed at several mines, owing 
to labor difficulties. 


Output of by-product coke in September was 
the highest on record. Operations at gas and fuel 
oil refineries also increased somewhat from August 
to September. 
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Building. Construction activity in this District 
in September continued at the highest levels in 
recent years. Awards of new contracts expanded, 
reflecting chiefly heavy commercial placements. 
Under the policy announced by the Supply Prior- 
ities and Allocations Board, new construction re- 
quiring appreciable quantities of critical materials 
will be permitted only if necessary for national de- 
fense or essential for the public welfare. Wholesale 
prices of building materials have increased further 


and are now the highest since the 1920's. 


Contract awards expanded 43 per cent in Sep- 
tember to $37,900,000 and were the largest for 
the month since 1928. The increase was due 
chiefly to a sharp expansion in contracts for com- 
mercial structures to the highest level in eleven 
years and in awards for public works and utilities. 
Contracts for houses also increased substantially 
and were more than double a year ago. 


Aggregate awards in September exceeded the 
dollar volume of a year ago by 58 per cent, and 
during the first nine months were 54 per cent 
greater than in 1940, owing chiefly to increases 
in contracts let for family dwellings and com- 
mercial and industrial structures. 


Agriculture. The market for farm products in 
this District has been unusually strong throughout 
the year. Farm cash income in Pennsylvania, 
New Jersey, and Delaware in the first eight months 
totaled nearly $305,000,000, about 15 per cent 
more than a year ago. Shortages of farm labor 
were increasingly pronounced. 


A severe drought in September and the first 
half of October retarded the growth of late crops 
and delayed fall plowing and seeding. Lack of 
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moisture also restricted the growth of pastures, 
necessitating supplementary feeding of livestock. 
Department of Agriculture estimates as of October 
1 indicated that the production of wheat, hay, and 
white potatoes would be somewhat below the 1936- 
40 average, while the harvest of oats and tobacco 
was expected to be substantially higher. Estimated 
yields of corn were revised upward to approxi- 
mately the five-year average. 


Wholesale prices of farm products have weak- 
ened recently, following substantial advances in 
September and earlier months. Quotations in the 
third week of October, however, were 35 per cent 
higher than a year ago and 47 per cent above the 
pre-war level of August 1939, according to the 
United States Bureau of Labor Statistics. 


Trade. Trade continues active, although recent 
gains have been smaller than usual for this time 
of year. Sales in September expanded somewhat 
further from the unusually large volume reached 
in August. Rail freight traffic was the largest in 
twelve years. Wholesale trade also increased from 
August to September and was substantially greater 
than a year ago. Sales at retail expanded and 
toward the close of September were stimulated 
considerably by large purchases of goods to avoid 
the increased taxes which went into effect on Oc- 
tober 1; a temporary letdown followed, but sales 
continued larger than a year ago. 


Retail sales increased in most lines in Septem- 
ber, following heavy anticipatory buying in August. 
The only actual decline was at credit stores special- 
izing in durable consumers’ goods, sales of which 
were especially large in earlier months. On a sea- 
sonally adjusted basis, the contraction in sales from 
August to September ranged from 10 per cent at 
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women’s apparel stores to 32 per cent at shoe and 
credit stores. Compared with a year ago sales in 
September by department and women’s apparel 
stores increased about 17 per cent; gains amounted 
to 4 per cent at credit establishments and 1 per 
cent at shoe stores. Total sales in reporting lines in 
the first nine months were about 18 per cent greater 


than a year ago. 


Inventories expanded seasonally in all lines and 
were much heavier than in September 1940. In- 
creases in the year ranged from 15 per cent at 
shoe stores to 34 per cent at department stores 
and 38 per cent at credit stores. The dollar 
volume of outstanding orders placed by a group 
of department stores declined moderately in Sep- 
tember but at the close of the month was still con- 
siderably larger than a year ago. 


The distribution of goods at wholesale increased 
14 per cent in the month and was about one-half 
again as large as in September 1940. The largest 
increases over last year were in paper, hardware, 
electrical supplies, and dry goods. Stocks of goods 
declined in September in most lines, but over 
the past twelve months have been increased 14 
per cent, chiefly at establishments specializing in 
groceries, hardware, and electrical supplies. 


Loadings of rail freight in this section in Sep- 
tember were the heaviest since 1929. The increase 
over August was somewhat less than usual, owing 
to the large volume of fuels and miscellaneous 
freight handled earlier. Total shipments were 18 
per cent greater than a year ago; the largest in- 
creases were 50 per cent in the case of forest 
products and more than 20 per cent in fuels; and 
the only decline was in the movement of livestock 
products. Shipments originating in the Philadel- 
phia area are considerably above a year ago. 
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Banking conditions. The commercial demand 
for bank credit has slackened somewhat in this 
District in the past month, following sharp in- 
creases earlier in the year which carried business 
loans to a level one-third higher than a year ago. 
An expansion in the investment portfolio has raised 
total earning assets to a new peak. Deposits re- 
main near the record high reached late in Septem- 
ber and are being used more actively than was 
the case last year. 


The member banks in this District generally are 
carrying heavy balances with the Federal Reserve 
Bank and correspondent institutions as they ap- 
proach the first of November, when higher reserve 
requirements go into effect. Reserves totaling 
$767,000,000 on October 22 were 14 per cent 
larger than a year ago and about double current 
requirements. 


A contraction of $36,000,000 in reserves in the 
four weeks ended October 22 was due principally 
to operations of the Treasury. In this District, 
cash subscriptions to the new 214 per cent Treas- 
ury bonds of 1967-72 totaled $617,000,000, and 
the allotment on a 1214 per cent basis was 
$77,000,000. These bonds were paid for partly 
by deposit credit, but chiefly by cash payments in 
excess of $50,000,000. The amount received in 
the past four weeks on sales of savings, tax, and 
depository securities was nearly as large, and 
Treasury receipts were further increased by the 
withdrawal of $32,000,000 from depository banks. 
Receipts from all sources exceeded Treasury dis- 
bursements in the District by $52,000,000, al- 
though defense expenditures continued very heavy. 
Reserves were further reduced by a moderate in- 
crease in currency demand. The only substan- 
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tial support to reserve balances was a gain of 
$22,000,000 in transactions with other Districts. 


Preliminary tabulations as of September 24 
covering all member banks in the District showed 
loans and investments at a level of $2,601,000,000, 
the highest since the fall of 1931. Nearly one- 
third of the expansion of $65,000,000 in the third 
quarter of the year was in loans, reflecting chiefly 
the extension of additional credit to trade and 
industry. The increase in investments was mainly 
in United States Government obligations, and to a 
lesser extent in state and local government securi- 
ties. 


In the four weeks ended October 22, the sharp 
upward trend of commercial loans in response to 
the increased working capital needs of business 
was interrupted at the reporting banks by a de- 
cline of $3,000,000 to $303,000,000. These 
loans still exceeded the level of a year ago by 
$73,000,000 and the volume at the outbreak of 
war by $117,000,000. 


In spite of the repayments on commercial ac- 
count, total loans and investments of the reporting 
banks advanced $16,000,000 further in the four 
weeks to $1,364,000,000. This was due princi- 
pally to an expansion in holdings of United States 
bonds, most of which were taken on in the last week 
of the period, probably through allotments against 
subscriptions to the new issue. 


Deposits declined $9,000,000 from the all-time 
record on September 24 to $2,037,000,000 on 
October 22, owing to shrinkage in interbank and 
state and local government balances. Demand de- 
posits of individuals and business concerns ex- 
panded to a new peak. 
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ago ago | 1940 1941 | 1941} 1940 9 1941] 1941] 1940 
Month| Year | mos. 
ea ae sue ee ago ago | 1940 
fe) es ———} |_| |__| | ——_ 
Drage oS Oks oe. ; og sil Pasteceee ss 
Pry GO0dR No 82s ee. ec + 8] +57 | +39 RETAIL TRADE 
Electrical supplies. ...... - +62 | +75 Sales 
MVOUGHIOS. «6 sn as casa vs +13} +380] +21 Department stores—District............. 135p| 153 | 116 | —12 | +17 | +19 | 135p} 114 | 116 
1 0 ee a a +17] +63 | +56 Philadelphia......... 133 | 147 | 114 | — 9 | +17 | +19 || 134 | 107 | 115 
REGEN BRG SI So he cdg aii Sed +107 | +29 | +46 Women's apparel.jo. oo. 20 Coe nw eee 135 | 149 | 117 | —10 | +16 | +13 | 139 | 110 | 121 
PR OES tawia dis sia sale wsiaie Vie +14} +73 | +30 Mens apparel oasinleces Serle eis oa 123p| 144 | 114 | —15 | + 8 | +15 |) 111p}] 109 | 102 
Inventories _ Shaadi aces es vce siate svendiskeas ako cetera 109p| 160 | 108 | —32 | + 1 +19 } 125p) 96 | 123 
tee nile LP: ae #3 : 5 ar She aa WROUIG Reco. SE iets cle etard acts Cements tas 121p| 177 | 116 | —32 | + 4 | +18 || 126p| 149 | 121 
PV MOGGS Seen cig care os as SE ae Widiestte 
Electrical supplies. ...... _ ar ene 
(oa @ a +10] +33 |...... Inventories 
Hardware... ..soces ccs at SL HEL Geese Department stores—District............. 130p} 128 97 +1) +34 ]...... 139p] 119 | 103 
POWOIEN, 6 Stacdisie sesnslen SSR al? dices w Philadelphia......... 120 | 122 91 —2| +32 ]...... 130 | 113 98 
REISS wot n axait oa Caen =e: el Aa a 3 JO ee 8 OPPO ciate csacves cio g eau 131 | US5i WeLOD Wy HPS | RAS ie were T5L (i122 tis 
hoe. DIAS stax Se asec) eaters Saas alee He em TealeS 110p} 103 96 + 7] +15 ]...... 119p} 105 | 104 
So eeee U.S: Doparunent of Commerce. SG Reh CR BMI Bete ee 154p| 144 | 112 | + 7 | +38 |...2.. 168p| 140 | 122 
FREIGHT-CAR LOADINGS ‘ 
eines ee ees a. oak oa. neTess BA 144 | 117 | — 4 | 418 | +23 | 155 | 151 | 132 
1941 |Month| Year | Aug. Merchandise and miscellaneous 139 | 113 |} — 4] +18 | +25 | 151 | 144 | 128 
eel cee | 3086 Merchandise—l.c.l..........-.e00cse00 109 | 971 —2| +10} +13 | 112 | 107 | 102 
. a oe Zea ERASER SE ene REI Pre fara i ae tee oS pee ee Be 
B. ~ oditi Oca rs easy a alate alaitedate geet oNeisl a-aueter lersieeaticnalal 6 nk 
(Aug. 1939100). .| 156 | +3 | +42 | +56 Eas aR iS A ROR Ritae TAPE a 202 | 161] — 4 | +21 | +35 | 186 | 178 | 154 
Wholesale (1926 = Forest products... 141 | 106 | +13 | +51 | +49 ] 170 | 148 | 113 
MOOS ce Hees Fe 92 +2 +18 | +22 Grain and products. 93 | 101 | +23 | +13 | + 7} 117 | 110 | 103 
er ei ares 91 +4 +37 | +49 GAvoeioek <7 tse S5 wh: tor vooee cess 91 | 104] + 3 —-10 |} — 5} 111 95 | 124 
ee ae s9 | +3 | +25 | +33 
Living costs (1935— i oan a a peels 128 | 114 | 112 | +12 | +14] + 7] 103] 96] 90 
ee ib rox wos | +2 | +8] +10 New passenger auto. registrations. ........|.....[...-.[e. es —57*| —28*| +23*] 45 | 105 | 63 
F - Hotels—(1934 =100) 
Philadelphia...... 107 +2 +8/+49 
aceite ~ Bie Ay 107 8 +15 | +16 Pecwp an cyy cvecarcesa tele ctaiccae oe vase ere ole ee Weneie crolicneutssrell'oaeenae + 8*} + 2*| + 7*) 113p} 106 | 110 
Clothing... ..... 110 +4 = 9 11 Income, total. ogee edleseie aicie a sieinesicemsins weifiee erelice cec|ee ees +19*| + 1*| + 7* 110p) 93 | 109 
Se ae 105 0|+2/43 pease bande sons orth pee ayy oleae a oa 
ae a ee ee 3 0 ME arate \atovalisiieile) sib) e'iwte) aio dtelatis oie aisle isvelisie-» u)|(sle/eveie}| aja eres lisiatn.s | =, oa = 
ee ie +3 ks : Le eaount Of Tiabilitiesiag:.ncweveaite care cir Sl ores alienate eee —73*| —45*| + 5*) 27 | 103 50 
Sra eee 105 +1 a i mle Check paymients!.,..ch scaccops.0:0.00 miele iege-nicees 138 | 159 | 108 | —13 | +27 | +27 || 131 | 135 | 103 
Source: U.S. Bureau of Labor Statistics. * Computed from unadjusted data. p—Preliminary r—Revised. 
MEMBER BANK RESERVES AND RELATED FACTORS 
Reporting member Oct Chane pao Ch ; k ded Ch 
(000  eacagnate oe 4) cee Four | One Philadelphia Federal Reserve District bees tamtubiess eS oA peer 
; weeks | year (Millions of dollars) Oct.1 | Oct. 8 | Oct. 15 | Oct. 22 | weeks 
Assets Sources of funds: 
peewee Ieems.-¢--+-- $ 303 | 78 3 | 73" “Reserve Bank credit extended in district...........--. 062 Nsoh 0:8: ag oa ee 
ied ts oo stan Bier ciegel? ale ite 5 Commercial transfers (chiefly interdistrict)........... Se Siiec: Onde eine Oe Salant noe eee 
ra} ict Hs lesdya ped © a my yo Oy Treasury Operations oe icccatees cise cesses sas as —17.0| + 9.9} —1.6] —43.4 | —52.1 
ere et tater p a SS tt eth Tete ais a.shy «oe a ee bias RO —15.4| +15.8 | 410.3 | —40.2 | —29.5 
ther loans...2...a.<- ajehae OS 2 che Leow oe fanda? 
OE akc eat pea a BMeraictettira Peterepeta Vista alaee a aNal oi dieser qe ae re + 3.6 O56) | -eeSac 
ember bank reserve deposits. ..........2.0..e0-05- allan 14. = 0,90) 32267-3050 
Total loans..........-.- $ 570 |—$ 1 |+$ 92 “‘Other deposits” at Reserve Bank.................. Ob) dee. 0 |) Bees, 
Other Federal Reserve accounts................-.++. SO te ON On ets 0.0} + 0.0 
ee inal foe ichdueh Badge ON ee ne et aneTantn ti —15.4| +15.8 | +10.3 | —40.2 | —29.5 
Other securities.......... 268 i+ 1|/- 3 
Total investments....... $ 794 |+$17 | +$ 66 Member bank Ratio Federal Reserve Changes in— 
(D diy pvere Held | Re Ex : (pote “i Seen 3 F 0) 
aily averages: C) ral ~ | excess ollar figures in , our ne 
Total nee Pe ote gtr ae Bal dollar figures quired) cess | to re- millions) 1941 weeks year 
Reserve wit! oeef 5 pe ee 5 in millions) quired ——————— : 
= be alee eae a ze Ais ; ae —— Bills discounted Sahen $0.1 |— $0.1 |— $0.3 
. as Fraga ills bought........ 0 0 (0) 
Other assets—net......... 76/- 1|- 4 Phila. banks: Industrial advances.| 3.6 |— 0.1 |+ 1.2 
Liabilities 1941: Sept. 1-15. .|$578 .3/$264 .1)$314 .2 119% U.S. securities. .... 172.0 |+ 0.2 |— 25.6 
Demand deposits, adjusted $1267 —$ 1 |+$234 On Sate Pie Total ..09. ees $175.6 |— $0.0 |—$24.7 
Time deposits.......-..-- et el ae Pi 1940: Oct. 1-15..| 475.4) 223.8) 251.6) 112” Note circulation. ...| 509.5 |+ 8.5 |+130.6 
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1940: Oct. 1-15..] 199.1} 100.6} 98.5) 98” Reserve ratio....... 89.6% O |+ 4.8% 


* Revised. 
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National Summary of Business Conditions 


INDUSTRIAL PRODUCTION 


— 


Federal Reserve index of physical volume of 
production, adjusted for seasonal variation, 
1935-39 average =100. By months, January 
1935 to September 1941. 


DEPARTMENT STORE SALES AND STOCKS 


x = 
Pa STOCKS SAAS 
mea it 


Federal Reserve indexes of value of sales and 
stocks, adjusted for seasonal variation, 1923-25 
average =100. By months, January 1935 to 
September 1941. 


WHOLESALE PRICES OF BASIG COMMODITIES 


PER CENT 


M, 
mang ire 


INOUSTRIAL 
MATERIALS 


1935 1936 1937 1938 1939 1940 


Bureau of Labor Statistics’ indexes based on 
12 foodstuffs and 16 industrial materials, 
August 1939 =100. Thursday figures, January 
3, 1935 to October 9, 1941. 


MEMBER BANKS IN IO! LEADING CITIES 


BILLIONS OF DOLLARS 
14 


U.S. GOVT OBLIGATIONS 
| COWEET AMO GUARANTEED) 


COMMERCIAL LOANS 


OTHER SECURITIES | 


LOANS TO BROKERS 
} .AND DEALERS 


1935 1936 1937 1938 1939 1940 1941 


Wednesday figures, January 2, 1935 to October 
8, 1941. Commercial loans, which include in- 
dustrial and agricultural loans, represent 
prior to May 19, 1937 so-called ‘‘Other loans’’ 
as then reported. 
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Industrial activity continued at a high rate in September and the first half of 
October. Further advances in the output of defense products were accompanied by 


curtailment in some lines of civilian goods, particularly automobiles, rubber, and silk. — 
Prices of industrial products increased further but agricultural prices declined after 
the middle of September, and on October 16 dropped sharply in response to inter- 


national developments. 
PRODUCTION 
Industrial output increased by about the usual seasonal amount in September and 
the Board’s adjusted index remained at 160 per cent of the 1935-1939 average, the same 
as in July and August. Continued increases in activity were reported in the ma- 


chinery, aircraft, and shipbuilding industries. At steel mills activity in September _ 


and the first half of October was maintained at about 97 per cent of capacity. Output 
and deliveries of nonferrous metals likewise remained at about capacity levels, while 
lumber production declined somewhat from the high August rate. Automobile pro- 
duction increased less than seasonally in September, following the changeover to new 
models, and, according to preliminary estimates, output in September was considerably 
below the maximum quota that had been authorized by the Government. 

In the textile industry activity declined somewhat in September, reflecting mainly 
a further sharp reduction at silk mills. Activity at wool mills rose to a new high level, 
while at cotton mills there was little change from a rate slightly below the peak reached 
last May. Shoe production continued in large volume, and output of manufactured 
food products was maintained near the peak August level. Output of chemicals like- 
wise continued at earlier high rates, but at rubber plants activity was considerably 
below the level of last summer owing to curtailment programs ordered by the Govern- 
ment. 

Coal production, which during the summer months had been unusually large, 
increased less than seasonally in September, owing in part to temporary work stop- 
pages at some bituminous and anthracite mines. Crude petroleum production advanced 
to record levels in September and the first half of October, and output of metals and 
shipments of iron ore down the Lakes continued at about capacity. 

Value of construction contract awards declined in September, according to figures 
of the F. W. Dodge Corporation, reflecting chiefly decreases in awards for public 
projects which had been exceptionally large in August. Awards for private residential 
building also declined, while contracts for other private work increased somewhat 
further. Total awards in September, as in August, were 80 per cent larger than in 
the corresponding period last year. This higher level reflected mainly a greater amount 
of public construction, which was nearly three times as large as a year ago, compared 
with an increase of about 10 per cent for private construction. 

On October 9, the Supply Priorities and Allocations Board announced that, 
effective immediately, no public or private construction projects which use critical 
materials could be started during the emergency unless these projects were either 
necessary for direct national defense or essential to the health and safety of the nation. 


DisTRIBUTION 

Distribution of general merchandise showed less than the customary seasonal rise 
in September, following an unusually large volume of sales in August. During the past 
three months sales have been larger than in the corresponding period of any previous 
year. In the first half of October sales at department stores declined from the peak 
reached in late September when there were considerable consumer purchases, partic- 
ularly of articles subject to higher taxes on October 1. 

Loadings of revenue freight in September increased less than seasonally, 
particularly those of miscellaneous freight, which have been high in recent months, 
and loadings of coal, which were curtailed during part of the month by work stoppages 
at some mines. Shipments of forest products declined considerably from the high 
August level. 

Commonity Prices 

Prices of industrial products continued to advance in September and the first half 
of October and Federal price ceilings were announced for additional commodities, 
including leading types of lumber, coke, wastepaper, paperboard, acetic acid, alco- 
hols, and carded cotton yarns. In some cases these ceilings were below previously 
existing market quotations. Price advances were permitted, however, for some other 
commodities under Federal control. Prices of cotton and of foodstuffs increased 
further in the first half of September, but subsequently declined, owing partly to 
seasonal influences. On Thursday, October 16, prices of these commodities dropped 
sharply. 

Bank CREDIT 

Commercial loans at member banks continued to rise during September and the 
first half of October, reflecting in part defense demands. Increases were substantial 
both in New York and in other leading cities. Holdings of United States Government 
obligations decreased, mainly at banks in leading cities outside of New York. Excess 
reserves of member banks showed little change in this period. 


Unitep States GoveRNMENT SEcurITY Marker 
Following a slight decline in the first half of September, prices of long-term 
Treasury partially tax-exempt bonds increased during the latter half of September 
and in the first part of October. The yield on the 2-% per cent bonds of 1960-65 
reached a new record low of 2.01 per cent in October. Prices of taxable bonds moved 


within a relatively narrow range during the period with yields slightly above previous 
low levels. 


~\ 


